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ABSTRACT 


This study aims to: 1) test and analyze the role of knowledge management and competence in 
innovation, 2) test and analyze the role of knowledge management and competence on 
organizational performance, 3) test and analyze the role of innovation on organizational 
performance, 4) test and analyze the role of management knowledge of organizational performance 
through innovation, 5) testing and analyzing the role of competence on organizational performance 
through innovation, and 6) testing and analyzing the role of knowledge management and employee 
competence on organizational performance through innovation at PDAM Ketapang Regency. The 
research was conducted by PDAM Ketapang Regency employees, totaling 71 employees. The 
sampling technique uses saturated samples. Methods of data analysis using descriptive analysis and 
quantitative analysis with path analysis. 

The results showed that: 1) there was an influence on the role of knowledge management and 
competence on innovation, 2) there was an influence on the role of knowledge management and 
competence on organizational performance, 3) there was an influence on the role of innovation on 
organizational performance, 4) there was an influence on the role of knowledge management on 
organizational performance through innovation, 5) there is an influence on the role of competence 
on organizational performance through innovation, and 6) there is an influence on the role of 
knowledge management and employee competence on organizational performance through 
innovation at PDAM Ketapang Regency. 
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Introduction 

Drinking water is a basic necessity for humans, which 
must be available in sufficient quantity, a quality that meets the 
requirements, and continuous service time. The government to 
accelerate the increase in the coverage of drinking water services 
has mandated the National Medium Term Development Plan 
(RPJMN) Phase HI (2015-2019) which proclaims a movement to 
achieve 100% safe access to drinking water by the end of 2019. 
Achievement of access to drinking water in 2017 is now reached 
71.14%. Based on the Regulation of the Minister of Public Works 
Number 16 of 2005, the Agency for the Improvement of the 
Implementation of the Drinking Water Supply System 


(BPPSPAM) has a function, one of which is to evaluate the 
quality and performance standards of SPAM administration 
services. In this regulation, BPPSPAM as an agency formed to 
assist the Government in achieving more detailed SPAM 
regulatory objectives. The role of BPPSPAM in achieving the 
objectives of regulating the development of Drinking Water 
Supply Systems (SPAM), one of which is as stated in Article 4 
letter (a), namely: "Encouraging improved performance of 
SPAM administration services." Government Regulation 
Number 16 of 2005 concerning Development of the Supply 
System Drinking water is reaffirmed by the Minister of Public 
Works Regulation No. 294 / PRT /M/ 2005, namely in Article 8 
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letter (c) with the same description, namely "Evaluating quality 
standards and service performance of SPAM administration." 
The concept of performance is basically can be seen from two 
aspects, namely employee performance, and organizational 
performance. Performance is a description of the level of 
achievement of task implementation within an organization, to 
realize the goals, objectives, mission, and vision of the 
organization (Bastian, 2001: 329). The concept of performance 
can be defined as an achievement of results or degree of 
accomplishments (Rue and Byars, 1981 in Keban 1995). This 
means that the performance of an organization can be seen from 
the extent to which the organization can achieve its goals based 
on predetermined goals. 

Determination of performance status is carried out by 
comparing the total value of the performance obtained with 
predetermined criteria, namely: healthy, unhealthy, and sick with 
a description as follows: 

¢ Healthy PDAM performance, if it has a_ total 
performance score of> 2.8; 

* PDAM performance is not healthy if it has a total 
performance value between 2.2 to 2.8; 

¢ PDAM performance is sick, if it has a total performance 
value <2.2. 

PDAM Ketapang Regency is a Regional Owned 
Enterprise of Ketapang Regency, West Kalimantan Province, 
which is tasked with meeting the drinking water needs of the 
community in Ketapang Regency and always strives to be able to 
meet the standards of Quality. Quantity and service continuity to 
achieve the best service for the Ketapang community. 

Based on the performance appraisal conducted by 
BPPSPAM for the last 4 years (2015, 2016 and 2017, and 2018 
PDAM Ketapang Regency is in a “less healthy” performance 
condition. PDAM Performance Assessment is based on 4 (four) 
aspects, namely Operational Aspects, Financial aspects, Aspects 
Services, and HR aspects. 

Performance is a translation of "performance" which is 
often interpreted as appearance, demonstration, or achievement. 
Performance is the level of achievement of organizational goals 
on an ongoing basis (Kaban, 2004). Meanwhile, according to 
Mahsun (2006) performance is a description of the level of 
achievement of the implementation of a program, activity, or 
policy in realizing the goals, objectives, mission, and vision of 
the organization as stated in the strategic planning of an 
organization. Mustopadjadja (2003) states that several types of 
indicators can be used in measuring organizational performance, 
namely as follows: input indicators, process indicators, output 
indicators, outcome indicators, and benefits indicators. 

PDAM Ketapang Regency is a Regional Owned 
Enterprise (BUMD) of Ketapang Regency whose performance 
depends on the quality of human resources or employees. 
According to Puryantini, Arfati, and Bambang Tjahjadi, 2017, 
employees are also a source of knowledge, innovation, and 
renewal, which depend on informal communication between 
individuals and are people-centric operations. This is why the 
spread of knowledge is often interrupted, so that important 
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information cannot be conveyed properly between individuals. 
For this reason, knowledge in improving performance needs to 
be managed and documented using the concept of knowledge 
management which is a series of activities used by organizations 
or institutions to identify, create, explain and distribute 
knowledge that will be reused, known, and used, studied within 
the organization. These activities are usually related to 
organizational goals and are aimed at achieving a specific 
outcome such as shared knowledge, increased performance, 
competitive advantage, or a higher level of innovation. 

Referring to research from Puryantini, Arfati, and 
Tjahjadi (2017), so that organizations can develop services 
independently, there must be knowledge management, skills, and 
human resource capabilities to absorb science and technological 
developments. The purpose of Knowledge Management is to 
make it easy for employees to utilize, explore, and share 
knowledge so that the process of creativity and service innovation 
in PDAM Ketapang Regency will be pushed more broadly and 
each employee quickly increases their competence in the hope 
that it will give birth to innovations in service to a customer. 

The application of knowledge management will make 
continuous performance improvements, is one of the 
management tools that can be used to support the achievement of 
organizational goals and show competitive advantages to create 
a good organizational performance (Megantoro et al., 2014). The 
knowledge-based view of resources is an approach to 
understanding the relationship between organizational 
capabilities and organizational performance. Knowledge-based 
resource theory states that knowledge is the most strategically 
significant company resource. Knowledge-based resources are 
usually difficult for other organizations to imitate and as a source 
of competitive advantage. Knowledge management has emerged 
as a source of sustainable competitive advantage (J. Barney, 
1991). 

Wibowo (2012: 104) states that competence is the ability 
of a person to carry out the job given to him well. Employee 
competencies include educational background, experience, and 
training obtained related to skill needs. To fulfill competency 
requirements, PDAM management considers employee 
experience to be one of the considerations in placing 
positions/assignments. In addition to obtaining specific skills, 
several employees have been included in training/coaching 
programs according to the required competencies. The number of 
employees who are included in the training is not the same every 
year, because it depends on the suitability of the competency 
training being offered with the type of training needed, and it 
depends on the PDAM's ability to pay for the competency 
training offered. 

Literature Review 

Organizational Performance 

Organizational performance is an indicator of the level 
of achievement that can be achieved and reflects the success of 
an organization, as well as the results achieved from the behavior 
of organizational members. Performance can also be said to be a 
result (output) of a particular process carried out by all 
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organizational components on certain sources used (input). 
Furthermore, performance is also the result of a series of process 
activities carried out to achieve certain organizational goals. For 
an organization, performance is the result of collaborative 
activities among members or organizational components to 
achieve organizational goals. 

Surjadi (2009: 7) states that organizational performance is the 
totality of the work achieved by an organization to achieve 
organizational goals, meaning that the performance of an 
organization can be seen from the extent to which the 
organization can achieve goals based on predetermined goals. 
According to Sobandi (2006: 176), Organizational performance 
is something that has been achieved by the organization within a 
certain period, both related to input, output, outcome, benefit, and 
impact. 

Organizational performance that has been implemented 
with a certain level of achievement should be following the 
mission that has been set as the basis for carrying out the assigned 
task. Thus, Keban (2014: 192) says that performance is the level 
of achievement of the results or the degrees of accomplishment. 
The organizational performance or company performance is an 
indicator of the level of achievement that can be achieved and 
reflects the success of the manager/entrepreneur. Gibson (2010: 
179) states that performance is the result achieved from the 
behavior of organizational members. So_ organizational 
performance is the result that the organization wants from the 
behavior of the people in it. Assessment of organizational 
performance can be viewed from the company's financial ratios. 

The work achieved by an agency in carrying out its duties 
within a certain period, whether related to input, output, outcome, 
benefit, or impact with responsibility can facilitate the direction 
of structuring government organizations. The results of the work 
achieved by the agency with full responsibility will result in 
effective and efficient performance improvement. Government 
organizations use tools, the theory used is Sobandi's (2006: 179) 
theory of performance. The organizational performance 
indicators according to Sobandi (2006: 179-181): 

a. Output 

The output is something that is expected to be achieved 
directly from an activity in the form of physical or non-physical. 

b. Results 

The outcome is measuring the achievement of results that 
occur due to the provision of services. Anything that reflects the 
functioning of the activity output in the medium term (direct 
effect). 

c. Business Linkage with Achievement 

The relationship between business and achievement is a 
measure of efficiency that links business to service output. 

Knowledge Management 
Davidson and Voss (2002) define knowledge management as a 
system that allows companies to absorb knowledge, experience, 
and creativity, a process that provides a way for companies to 
recognize the key intellectual assets that exist. According to 
Soleh (2011), knowledge management indicators are: 
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1. Identification of knowledge is the desire of a person or 
group to be the same as others. Another meaning is 
wanting to find common knowledge and an unlimited 
amount of information. 

2. Knowledge creation, namely building neatly structured 
practices to manage an organization to develop it 

3. Sharing knowledge, is an important process in the 
progress of today's organizations, because it spreads 
intellectual capital for the entire organization, for the 
gains generated by individuals or groups to carry out new 
useful and useful innovations. 

4. The use of knowledge is the use of a result that has been 
searched for, created, then shared so that it makes it 
easier to obtain the right information at the right time for 
smooth organizational performance 

Competence 

Sutrisno (2010: 202) states that etymologically, employee 

competence is defined as an indicator of the skills or excellence 
of a leader or staff who has good skills, knowledge, and behavior. 
Sedarmayanti (2012: 112) competence is a fundamental 
characteristic that a person has that directly affects, or can predict 
excellent performance. In other words, competence is what 
outstanding performers do more often, in more situations, with 
better results than what policy assessors do. From some of the 
definitions above, it can be concluded that competence is the 
basic expertise and skills as well as the experience of a person, 
staff, or leader that can influence them in carrying out their work 
or other tasks effectively and efficiently or following 
predetermined company standards. 

According to Moeheriono (2012: 57), states that in detail there 
are five competency indicators that all individuals must possess, 
namely as follows: 

a. Task Skills, namely the ability to carry out routine 
tasks following workplace standards. 

Task Management Skills, namely the skills to manage a 
series of different tasks that arise in a job. 

b. Contingency Management Skills, namely the skills to 

take quick and appropriate action when a problem arises 

at work. Job Role Environmental Skills, namely skills to 
work together and maintain a comfortable work 
environment. 

c. Transfer Skills, namely skills to adapt to a new work 
environment. 

Based on the above understanding, it is synthesized that 
competence is a basic characteristic possessed by an individual 
who is causally related to fulfilling the criteria needed to occupy 
a position. 

Innovation 

According to Schumpeter (1934) in Dewanto et al (2014: 
3), aS a new combination of production factors created by 
entrepreneurs and thought innovation is an important driving 
force in economic growth. The Schumpeter innovation concept 
involves product innovation, process innovation, market 
innovation, the use of raw materials, and obtaining these raw 
materials using innovation in the organization. 
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Drucker (1986), innovation is a specific tool for business 
actors to take advantage of change as a different business 
opportunity or service. Innovation can be presented as a science, 
can be learned, and can be put into practice. Business actors need 
to deliberately look for sources of innovation, change, and 
symptoms that indicate opportunities for successful innovation. 
They also need to know and apply the principles of successful 
innovation. 

Kotler (2015: 121) defines innovation as something related 
to goods, services, or ideas that someone feels new. Although this 
idea has been around for a long time, it can be said to be an 
innovation for people who have just seen or felt it. Furthermore, 
according to Kotler (2015: 121) companies can innovate in the 
form of: 

1. Product innovation (goods, services, and ideas) 

2. Management innovation (work process, production 
process, finance, marketing) Innovation indicators 
according to Schumptemer (1934) are: 

3. Introducing new products or qualitative changes to 
existing products, 

4. Introducing new processes to the industry, 

5. Opening up new markets 

6. Developing new sources of supply for raw materials or 
other inputs, 5. Changes in industrial organizations 

Research Methods 

Time and Location of Research 

The research was conducted from May to October 2019 

Research Design 

The research design is a blueprint for the researcher. 
Therefore, it needs to be prepared before the research is carried 
out, because it is a systematic guide and direction to researchers 
about what activities, when, where, and how should be carried 
out (Rivai and Guswandi, 2016; 10). The research design also 
describes what it is about certain variables, circumstances, and 
phenomena so that in this study, in-depth information can be 
obtained on the relationship or relationship between the 
independent (endogenous) variables, namely X; (Knowledge 
Management), X2 (Competence), the dependent variable, namely 
(Y) Organizational Performance and the mediating variable, 
namely X3 (Innovation). 

This research uses causality and_ correlational 
approaches. The causality research design is structured to 
examine the possibility of a causal relationship between 
variables. Meanwhile, the correlational approach is made to 
investigate possible relationships that occur between variables by 
taking into account the magnitude of the correlation. 

Population and Sample 

Sugiyono (2017: 85) says that population is a 
generalization area consisting of objects/subjects that have 
certain quantities and characteristics that are determined by 
researchers to be studied and then draw conclusions. According 
to Arikunto, (2010; 173), the population is the entire research 
subject (Arikunto, 2010: 173). The population is all employees of 
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the PDAM Ketapang Regency, amounting to 71 employees. The 
sample used in this study was obtained by using the 
nonprobability sampling technique with saturated or census 
samples. According to Riduwan (2012: 64), saturated sampling 
is a sampling technique when all populations are used as samples 
and it is also known as a census. Arikunto (2010: 134) further 
states that if the subject is less than 100, it is better to take all of 
them so that the research is a population study. 

The sample used by researchers in this study were 
employees of PDAM Ketapang Regency, West Kalimantan 
Province. The sample taken in this study is the total number of 
employees as many as 71 people. 

Data Collection Technique 

In this study, the data collection technique used was a 
questionnaire. This method is done by providing a list of 
questions, then the list of questions is pulled back by the 
researcher to be used as primary data for this study. Data for this 
purpose were filtered through a list of questions presented using 
a Likert Scale. 

Data Processing Techniques 

For research analysis to produce correct information, 
because the data received is still raw material, the data must be 
processed first. A questionnaire depends on the quality of the data 
used in the test. Research data will not be useful if the instrument 
that will be used to collect research data does not have validity 
and reliability is high. 

Research Results and Discussion 

1, Analysis of the role of knowledge management and 

competence in innovation (Sub Structure I) 

To analyze the role of knowledge and competence in 
innovation, 2 (two) stages of analysis were carried out, namely 
calculating the path coefficient and testing the hypothesis 
followed by concluding. 

Based on the results of data analysis, the significance 
value of the knowledge management variable (X}) is Sig. = 0.000 
which is less than 0.05. Likewise for the significance value of the 
employee competency variable (X2), namely Sig. = 0.001 which 
is smaller than 0.05. These results conclude that the knowledge 
management variable (X1) has a significant effect on innovation 
(X3). Likewise, the employee competency variable (X2) has a 
significant effect on innovation (X3). The magnitude of the 
correlation coefficient R = 0.880 (positive value and greater than 
0.07) which concludes that the relationship between knowledge 
management (X1) and competence (X2) together and innovation 
(X3) is strong and unidirectional (increased knowledge 
management). (X1) and competence (X2) together will also affect 
increasing innovation (X3). 

Also, note that the R2 or R square value is 0.775. This 
indicates that the contribution or influence of knowledge 
management (X;) and employee competence (X2) together on 
innovation (X3) is 77.5%. While the remaining 22.5% is a 
contribution from other variables not included in the study. Thus 
the path diagram for the substructure I obtained 
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Knowledge Management 
Oa) 


Competency 
(X2) 


0.636 


Innovation (X3) 


0.295 


Figure 1. Sub Structure Path Diagram 1 


2. Analysis of the role of knowledge management, 


employee competence, and_ innovation on 
organizational performance (Equation of Sub 
Structure 2) 


The role of knowledge management variables, employee 
competence, on organizational performance in a combination that 
the significance value of the knowledge management variable 
(X1) is Sig. = 0.002 which is smaller than 0.05. Likewise, for the 
significance value of the employee competency variable (X2), 
namely Sig. = 0.006 which is smaller than 0.05 and the 
innovation variable (X3) is Sig. = 0.000 which is smaller than 
0.05. 

These results conclude that the knowledge management 
variable (X1) has a significant effect on organizational 
performance (Y). Likewise, the employee competency variable 
(X2) has a significant effect on organizational performance (Y) 


and the innovation variable (X3) has a significant effect on 
organizational performance (Y). 

The magnitude of the correlation coefficient R = 0.929 
(positive value and greater than 0.07) which concludes that the 
relationship between knowledge management (X1), employee 
competence (X2), and innovation (X3) together and 
organizational performance (Y) is strong and unidirectional 
(increased knowledge management (X1), employee competence 
(X2) and innovation (X3) together will also play a role in 
improving organizational performance (Y)). 

Also, note that the value of R2 or R square is 0.863. This 
indicates that the contribution or contribution of the role of 
knowledge management (X1), employee competence (X2), and 
innovation (X3) together on organizational performance (Y) is 
86.3%. While the remaining 13.7% is the contribution of other 
variables not included in the study. Thus, the path diagram for 
Sub Structure II is obtained: 


Knowledge 
Management (X:) 
\ 


Competency 


0.257 


0.856 


1a 


Crean 
Performance 


(X2) 


Figure 2. Sub Structure Path Diagram II 


Hypothesis Test 

1). Knowledge management and competence play a role 
in innovation in PDAM Ketapang Regency. 

To find out whether knowledge management and 
competence have an effect on innovation in PDAM Ketapang 
Regency, it is necessary to use the F / ANOVA test. The test 
results of each variable show the simultaneous test results of p = 
0.000 which mean significant (p <0.05), while F Count 138.775> 
F Table 3.195 at the 5% significance level, meaning that there is 
a linear relationship between knowledge management and 
employee competence on innovation. So it can be stated that the 
knowledge management variable and employee competence have 
a role in the innovation variable. Thus HO is rejected and H1 is 
accepted, so it can be concluded that knowledge management and 
employee competence play a role in innovation in PDAM 
Ketapang Regency. 


2). Knowledge management and competence have a 
simultaneous effect on organizational performance in 


PDAM Ketapang Regency 
To find out whether knowledge management and 
employee competence have a_ simultaneous effect on 


organizational performance in PDAM Ketapang Regency, it is 
necessary to use the F / ANOVA test. The test results of each of 
the SPSS output results showed the simultaneous test results of p 
= 0.000 which mean significant (p <0.05), while F Count 
118.013> F Table 3.195 at the 5% significance level, meaning 
that there is a linear relationship between knowledge 
management and competence on organizational performance so 
that it can be stated that the knowledge management variables 
and employee competencies have a role in the organizational 
performance variables. Thus HO is rejected and H1 is accepted, 
so it can be concluded that knowledge management and 
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employee competence play a role in organizational performance 
in PDAM Ketapang Regency. 

3. Innovation affects organizational performance in 
PDAM Ketapang Regency 

To find out whether innovation has a direct effect on 
organizational performance in PDAM Ketapang Regency, it is 
necessary to use the F / ANOVA test. The test results of each 
variable of the SPSS output results show the simultaneous test 
results of p = 0.000 which mean significant (p <0.05), while F 
Count 363,371> F Table 3.195 at the 5% significance level, 
meaning that there is a linear relationship between innovation and 
organizational performance. So it can be stated that the 
innovation variable has a role in the organizational performance 
variable. Thus HO is rejected and H1 is accepted, so it can be 
concluded that innovation plays a role in organizational 
performance in PDAM Ketapang Regency. 

4). Knowledge management affects organizational 
performance in PDAM Ketapang Regency 

To find out whether knowledge management has a direct 
effect on organizational performance in PDAM Ketapang 
Regency, it is necessary to use the F / ANOVA test. The test 
results of each variable of the SPSS output results show the 
simultaneous test results of p = 0.000 which mean significant (p 
<0.05), while F Count 26.503> F Table 3.195 at the 5% 
significance level, meaning that there is a linear relationship 
between knowledge management and performance organization 
so that it can be stated that knowledge management variables 
have a role in organizational performance variables. Thus HO is 
rejected and H1 is accepted, so it can be concluded that 
knowledge management plays a role in organizational 
performance in PDAM Ketapang Regency. 

5). Competence affects organizational performance in 
PDAM Ketapang Regency 

To find out whether the employee competency variable 
has a direct effect on organizational performance in PDAM 
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Ketapang Regency, it is necessary to use the F / ANOVA test. 
The test results of each variable of the SPSS output results show 
the simultaneous test results of p = 0.000 which mean significant 
(p <0.05), while F Count 5.812> F Table 3.195 at the 5% 
significance level, meaning that there is a linear relationship 
between competence and organizational performance. So it can 
be stated that the competency variable has a role in the 
organizational performance variable. Thus HO is rejected and H1 
is accepted, so it can be concluded that employee competence 
plays a role in organizational performance in PDAM Ketapang 
Regency. 

6). Knowledge management, employee competence, 

and innovation simultaneously influence 

organizational performance in PDAM _ Ketapang 

Regency. 

To find out whether knowledge management, employee 
competence, and innovation play a role in organizational 
performance in PDAM Ketapang Regency, it is necessary to use 
the F / ANOVA test. The test results for each variable of the F- 
test results at the SPSS output can be seen in the Anova Table. 
Based on the results of the SPSS output, the simultaneous test 
results showed p = 0.000 which means significant (p <0.05), 
while F Count 140.970> F Table 3.195 at the 5% significance 
level, meaning that there is a linear relationship between 
knowledge management, employee competence, and innovation 
towards organizational performance so it can be stated that the 
variables of knowledge management, employee competence, and 
innovation have a role in organizational performance variables. 
Thus HO is rejected and H1 is accepted, so it can be concluded 
that knowledge management, employee competence, and 
innovation simultaneously play a role in organizational 
performance in PDAM Ketapang Regency. 

Direct Effect and Indirect Effect 
The structural equation in this model is: 


Knowledge 
Management 


CD) 


0,295 


Competency 
C&) 


Innovation 
CX) 


Organizational 
Performance 


Figure 3. Structural Equations 
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The results of the analysis show that all direct, indirect, 
and total pathways in the table above play a significant role, it is 
concluded that: 

1. Analysis of the role of knowledge management (X1) 
on innovation (X3): 

Obtained a significance value of Sig. = 0.000 <0.05, so it 

can be concluded that there is a direct significant role in 

knowledge management (X1) on innovation (X3). 

2. Analysis of the role of employee competence (X2) on 
innovation (X3): 

Obtained a significance value of Sig. = 0.001 <0.05 so it 

can be concluded that there is a direct significant role of 

competence (X2) on innovation (X3). 

3. Analysis of the role of knowledge management (X1) 
on organizational performance (Y): 

Obtained a significance value of Sig. = 0.002 <0.05, so it 

can be concluded that there is a direct significant role in 

knowledge management (X1) on_ organizational 

performance (Y). 

4. Analysis of the role of employee competence (X2) on 
organizational performance (Y): 

Obtained a significance value of Sig. = 0.006 <0.05 so it 

can be concluded that there is a direct significant role of 

employee competence (X2) on _ organizational 

performance (Y). 

5. Analysis of the role of innovation (X3) on 
organizational performance (Y): 

Obtained a significance value of Sig. = 0.000 <0.05, so it 

can be concluded that there is a direct significant 

influence of innovation (X3) on _ organizational 

performance (Y). 

6. Analysis of the role of knowledge management (X1) 
through innovation (X3) on organizational performance (Y): 

Based on the results of the above calculations, it is known 
that the value of the direct role is 0.257 and the value of the 
indirect role is 0.544 which means that the value of the indirect 
role is greater than the value of the direct role. 

Thus, these results indicate that indirect knowledge 
management (X1) through innovation (X3) has a significant role 
in organizational performance (Y). In other words, these results 
indicate that indirectly knowledge management (X1) through 
innovation (X3) has a significant role in organizational 
performance (Y). 

7. Analysis of the role of employee competence (X2) 
through innovation (X3) on organizational performance (Y): 
Discussion 

1. The Role of Knowledge 
Competence in Innovation 

Based on the results of the description analysis, 
knowledge identification provides the greatest support for the 
formation of knowledge management variables, namely the 
knowledge gained is sufficient to carry out tasks and activities in 
PDAM. The competency variable shows that the task skill 
indicator makes a major contribution to the formation of 
competency variables, namely the competence/ability of 


Management and 
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employees following their respective responsibilities/duties and 
is following what is needed in the PDAM Ketapang Regency. 
Whereas the innovation variable shows that the management 
innovation indicator provides the greatest value for the formation 
of the innovation variable, namely innovation is carried out by 
organizational control from PDAM Ketapang (central) to the unit 
as well as the commitment of the local government to improve 
the management of PDAM Ketapang Regency for organizational 
strengthening. Based on the path analysis, it shows that 
knowledge and competency management can have an impact on 
increasing innovation in PDAM Ketapang Regency. The results 
of the study are in line with research conducted by Afqarina 
(2018), Puryantini, Arfati, and Tjahjadi (2017), Noviyanti and 
Mulyanto (2017), Araswati and Widiartanto (2016). 

2. The Role of Knowledge Management and 
Competence on Organizational Performance 

Based on the results of the descriptive analysis, it shows 
that the output indicators provide a big contribution to the 
formation of organizational performance variables, namely an 
increase in the number and customer satisfaction. Based on the 
results of the description analysis, the identification of knowledge 
provides the greatest support for the formation of knowledge 
management variables, namely the knowledge gained is 
sufficient to carry out tasks and activities in the PDAM. The 
competency variable shows that the task skill indicator provides 
a major contribution to the formation of competency variables, 
namely the competence/ability of employees following their 
respective responsibilities/duties and is following what is needed 
in the PDAM Ketapang Regency. Based on the path analysis, it 
shows that knowledge and competency management can have an 
impact on improving organizational performance in PDAM 
Ketapang Regency. The results of the study are in line with 
research conducted by Siagian (2019), Hidayat (2019), Afqarina 
(2018), Araswati and Widiartanto (2016), Ekawati and 
Puspitowati (2016), and Adha & Ibrahim (2013). 

3. The Role of Innovation on Organizational 
Performance 

Based on the results of the descriptive analysis, it shows 
that the output indicators provide a big contribution to the 
formation of organizational performance variables, namely an 
increase in the number and customer satisfaction. Whereas the 
innovation variable shows that the management innovation 
indicator provides the greatest value for the formation of the 
innovation variable, namely innovation is carried out by 
organizational control starting from the Ketapang PDAM 
(central) to the unit as well as the commitment of the local 
government to improve the management of PDAM Ketapang 
Regency for organizational strengthening. Based on the path 
analysis, it shows that innovation can have an impact on 
improving organizational performance in PDAM Ketapang 
Regency. The results of the study are in line with research 
conducted by Siagian (2019), Afgarina (2018), Noviyanti, and 
Mulyanto (2017), Araswati, and Widiartanto (2016), Ekawati and 
Puspitowati (2016), and Adha & Ibrahim (2013). 
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4. The Role of Knowledge Management 

Organizational Performance Through Innovation 

Based on the results of the description analysis, the 
identification of knowledge provides the greatest support for the 
formation of knowledge management variables, namely the 
knowledge gained is sufficient to carry out tasks and activities in 
the PDAM. Based on the results of the descriptive analysis, it 
shows that the output indicators provide a big contribution to the 
formation of organizational performance variables, namely an 
increase in the number and customer satisfaction. Whereas the 
innovation variable shows that the management innovation 
indicator provides the greatest value for the formation of the 
innovation variable, namely innovation is carried out by 
organizational control starting from the Ketapang PDAM 
(central) to the unit as well as the commitment of the local 
government to improve the management of PDAM Ketapang 
Regency for organizational strengthening. Based on the path 
analysis, it shows that innovation can have an impact on 
improving knowledge management on _ organizational 
performance in PDAM Ketapang Regency. The results of the 
study are in line with research conducted by Siagian (2019), 
Afgarina (2018), Noviyanti, and Mulyanto (2017), Araswati, and 
Widiartanto (2016), Ekawati and Puspitowati (2016), and Adha 
& Ibrahim (2013). 

5. The Role of Competence on Organizational 

Performance through Innovation 

Based on the results of the descriptive analysis, it shows 
that the output indicators provide a big contribution to the 
formation of organizational performance variables, namely an 
increase in the number and customer satisfaction. Based on the 
results of the description analysis, the identification of knowledge 
provides the greatest support for the formation of knowledge 
management variables, namely the knowledge gained is 
sufficient to carry out tasks and activities in the PDAM. Based on 
the path analysis shows that competence can have an impact on 
improving organizational performance through innovation in 
PDAM Ketapang Regency. The results of the study are in line 
with research conducted by Siagian (2019), Afqarina (2018), 
Noviyanti, and Mulyanto (2017), Araswati, and Widiartanto ( 
2016), Ekawati and Puspitowati (2016), and Adha & Ibrahim 


on 


(2013). 

6.The Role of Knowledge Management and 
Competence on Organizational Performance through 
Innovation 


Based on the results of the descriptive analysis, it shows 
that the output indicators provide a big contribution to the 
formation of organizational performance variables, namely an 
increase in the number and customer satisfaction. Based on the 
results of the analysis of the description of the knowledge 
identification indicator, it provides the greatest support for the 
formation of knowledge management variables, namely the 
knowledge gained is sufficient to carry out tasks and activities in 
the PDAM. The competency variable shows that the task skill 
indicator provides a major contribution to the formation of 
competency variables, namely the competence/ability of 
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employees following their respective responsibilities/duties and 
is following what is needed in the PDAM Ketapang Regency. 
Whereas the innovation variable shows that the management 
innovation indicator provides the greatest value for the formation 
of the innovation variable, namely innovation is carried out by 
organizational control starting from the Ketapang PDAM 
(central) to the unit as well as the commitment of the local 
government to improve the management of PDAM Ketapang 
Regency for organizational strengthening. Based on the path 
analysis, it shows that innovation has an increased impact 
between knowledge management and competence in improving 
organizational performance in PDAM Ketapang Regency. The 
results of the study are in line with research conducted by Siagian 


(2019), Hidayat (2019), Afqarina (2018), Araswati and 
Widiartanto (2016), Ekawati and Puspitowati (2016), and Adha 
& Ibrahim (2013). 
Conclusions and Recommendations 

Conclusion 


Based on the results of research on the role of knowledge 
management and employee competence on organizational 
performance with innovation as a mediating variable at PDAM 
Ketapang, the following conclusions can be drawn: 

1. Based on the results of the description analysis, it is 
found that: 
a. Knowledge Management” 
PDAM Ketapang employees tend to more than agree that 
knowledge management is measured through indicators 
of knowledge identification, knowledge 
creation/sources, knowledge sharing and knowledge 
application. The knowledge identification indicator 
provides the greatest support for the formation of 
knowledge management variables, namely the 
knowledge gained is sufficient to carry out tasks and 
activities in the PDAM. 
b. Competence 
Ketapang PDAM employees tend to more than agree that 
competence is measured through indicators of task skills, 
management skills, contingency management skills, 
transfer skills, and job role environment skills. The task 
skill indicator provides a major contribution to the 
formation of competency variables, namely the 
competence/ability of employees following _ their 
respective responsibilities/duties and is following what is 
needed in the PDAM Ketapang Regency. 

c. Innovation 

Ketapang PDAM employees tend to more than agree that 

innovation consists of indicators of product innovation, 

process innovation, market innovation and management 
innovation. The management innovation indicator gives 
the greatest value to the formation of the innovation 
variable, namely innovation is carried out by 
organizational control starting from the Ketapang PDAM 

(central) to the unit as well as the commitment of the 

local government to improve the management of PDAM 

Ketapang Regency for organizational strengthening. 
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d. Organizational Performance 

PDAM Ketapang employees tend to more than agree 
with the indicators of output, results, and efforts made 
compared to the achievement (efficiency) to form 
organizational performance variables. The output 
indicators provide a big contribution to the formation of 
organizational performance variables, namely an 
increase in the number and customer satisfaction at the 
PDAM Ketapang Regency. 


2. Based on the results of the path analysis, it is found that: 


Knowledge management and competence have a 
significant positive effect on innovation in PDAM 
Ketapang Regency. 

Knowledge management and competence have a 
significant positive effect on organizational performance 
in PDAM Ketapang Regency. 

Innovation has a_ significant positive effect on 
organizational performance in PDAM _  Ketapang 
Regency. 

Knowledge management plays a significant positive role 
in organizational performance through innovation at 
PDAM Ketapang Regency 

Competence has a significant positive role in 
organizational performance through innovation at 
PDAM Ketapang Regency 

Knowledge management and competence play a 
significant positive role in organizational performance 
through innovation at PDAM Ketapang Regency. 


Recommendations 


Based on the above conclusions, the following 


suggestions can be proposed: 


1. 


To become the basic material for further research related to 


Human 


Resources, especially innovation, employee 


competence, knowledge management and organizational 
performance and it is hoped that further research will be 
carried out with a more focused scope in each of the District 
Capital City SPAM (IKK) units because SPAM IKK in 
PDAM Ketapang Regency has different problems and 
challenges. 

Benefits from research that can be obtained directly by 
PDAM Ketapang Regency relating to improvements that 
must be made to overcome problems related to innovation, 
employee competence, and knowledge management to 
improve organizational performance by considering: 


a. 


Based on the lowest indicator value on the knowledge 
management variable, namely the source/knowledge 
creation indicator, namely using knowledge 
created/found by employees based on direct experience / 
in the field and transfer of knowledge among employees 
as well as conducting evaluation activities on the 
implementation of knowledge transfer between 
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employees, it is better if the evaluation of the 
implementation of knowledge transfer is carried out. 
done on the process, output and outcome. The process is 
viewed from the method/way of conveying or sharing 
knowledge. So far, the implementation of knowledge 
sharing/transfer has been carried out directly in the field. 
It is better if the implementation of knowledge transfer is 
also supported by providing understanding or theory. 
The output of knowledge transfer activities includes the 
number of employees who get the transfer of knowledge 
and the amount of material provided. Employees who are 
the target of knowledge transfer activities should be 
several employees whose duties are related to the type of 
knowledge to be shared/transferred. The outcome of the 
knowledge transfer is seen based on the extent to which 
the knowledge gained has been implemented in the field, 
it must be monitored by the employee who transfers the 
knowledge. If the implementation in the field has not 
been fully carried out, then evaluate whether the 
obstacles are and find a solution. 

Based on the lowest indicator value in the employee 
competency variable is the transfer of skills, which is 
using periodic employee transfers and employees must 
be able to quickly adapt to the new part they are 
occupying. The implementation of regular employee 
mutations and the ability of employees to adapt to the 
newly occupied part, to improve the ability of employees 
to adapt to the newly occupied section, as well as to 
increase the meaning of implementing regular mutations 
on organizational performance, it is necessary to provide 
an understanding to employees who are transferred 
regarding Standard Operating Procedures. (SOP) 
implementation of work in the newly occupied section. 
Likewise, with the implementation of periodic transfers, 
an SOP must be made to achieve the expected goals. 
Based on the lowest indicator value on the innovation 
variable, namely market innovation, by implementing 
customer classification and developing service areas at 
PDAM Ketapang Regency, the proportion of the number 
of domestic customers (5,685 SL / customer connection) 
is greater than the number of non-domestic customers 
(1,952 SL). Domestic customers consist of customers 
classified as Household A, Household B and Household 
C, grouped by building area and building location. 
Meanwhile, non-domestic customers consist of social, 
commercial and industrial groups. To increase the role in 
organizational performance, it is necessary to reclassify 
customers regularly at least once every 3 years, because 
it will affect PDAM revenue. 

Based on the lowest indicator value on the organizational 
performance variable, namely the outcome indicator, 
namely by increasing the achievement of access to 
drinking water services and health quality in Ketapang 
Regency related to the level of customer satisfaction, 
which is related to customer water quality, operating 
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hours and water pressure at customers. To improve 
customer water quality, PDAM must implement SOPs in 
the operation and maintenance of Water Treatment 
Plants, for example cleaning water treatment installations 
regularly. Meanwhile, to increase service operating 
hours and customer water pressure, PDAM Ketapang 
Regency needs to make efforts to increase system 
capacity, because the capacity of the existing system 
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about improving public health, especially customers, 
which is related to the quality of water produced in the 
water treatment unit. To achieve the required water 
quality, in carrying out the operation and maintenance of 
the drinking water supply system, especially in the 
production unit or water treatment installation and 
distribution unit, it is necessary to carry out operation and 
maintenance following the SOP. 


being utilized is close to the planned capacity. Likewise, 
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